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§682.305(c)(2)(v) and chapter 75 of title
31, United States Code, and in addition,
during years when the student finan-
cial aid cluster (as defined in Office of
Management and Budget Circular A-
133, Appendix B, Compliance Supple-
ment) is not audited as a ‘““Major Pro-
gram’ (as defined under 31 U.S.C. 7501)
must, without regard to the amount of
loans made, include in such audit the
school’s lending activities as a Major
Program.

(ii) With regard to a school that is
not a governmental entity or a non-
profit organization, the audit must be
conducted annually in accordance with
§682.305(c)(2)(i) through (iii);

(8) Must use any proceeds from spe-
cial allowance payments and interest
payments from borrowers, interest sub-
sidy payments, and any proceeds from
the sale or other disposition of loans
(exclusive of return of principal, any fi-
nancing costs incurred by the school to
acquire funds to make the loans, and
the cost of charging origination fees or
interest rates at less than the fees or
rates authorized under the HEA) for
need-based grants; and

(9) Must have met the requirements
to be an eligible lender as of February
7, 2006, and must have made one or
more FFEL program loans on or before
April 1, 2006.

(b) An eligible school lender may use
a portion of the proceeds described in
paragraph (a)(8) of this section for rea-
sonable and direct administrative ex-
penses. Reasonable and direct adminis-
trative expenses are those that are in-
curred by the school and are directly
related to the school’s performance of
actions required of the school under
the Act or the regulations in this part.
Reasonable and direct administrative
expenses do not include financing and
similar costs such as costs paid by the
school to obtain funding to make
FFEL loans, the cost of paying Federal
default fees on behalf of borrowers, or
the cost of providing origination fees
or interest rates at less than the fee or
rate authorized under the provisions of
the Act.

(c) An eligible school lender must en-
sure that the proceeds described in
paragraph (a)(8) of this section are used
to supplement, and not to supplant,
non-Federal funds that would other-

§682.603

wise be used for need-based grant pro-
grams.

(Authority: 20 U.S.C. 1077, 1078-1, 1078-2, 1078-
3, 1082, 1085)

[71 FR 45708, Aug. 9, 2006, as amended at 71
FR 64399, Nov. 1, 2006]

§682.602 Rules for a school or school-
affiliated organization that makes
or originates loans through an eligi-
ble lender trustee.

(a) A school or school-affiliated orga-
nization may not contract with an eli-
gible lender to serve as trustee for the
school or school-affiliated organization
unless—

(1) The school or school-affiliated or-
ganization originated and continues or
renews a contract made on or before
September 30, 2006 with the eligible
lender; and

(2) The eligible lender held at least
one loan in trust on behalf of the
school or school-affiliated organization
on September 30, 2006.

(b) As of January 1, 2007, and for
loans first disbursed on or after that
date under a lender trustee arrange-
ment that continues in effect after
September 30, 2006—

(1) A school in a trustee arrangement
or affiliated with an organization in-
volved in a trustee arrangement to
originate loans must comply with the
requirements of §682.601(a), except for
paragraphs (a)(4), (a)(7), and (a)(9) of
that section; and

(2) A school-affiliated organization
involved in a trustee arrangement to
make loans must comply with the re-
quirements of §682.601(a) except for
paragraphs (a)(1), (2)(2), (a)(3). (a)(4),
(@)(6), (a)(7), and (a)(9) of that section.

(Approved by the Office of Management and
Budget under control number 1845-0020)

(Authority: 20 U.S.C. 1082, 1085)
[72 FR 62007, Nov. 1, 2007]

§682.603 Certification by a partici-
pating school in connection with a
loan application.

(a) A school shall certify that the in-
formation it provides in connection
with a loan application about the bor-
rower and, in the case of a parent bor-
rower, the student for whom the loan is
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